
Department of Health & I-Iuman Services 
Centers for Medicare & Medicaid Services 
233 North Michigan Avenue, Suite 600 
Chicago, Illinois 60601 -55 19 CENTERS for MEDICRE & MEDICID SERVICES 

AUG 3 0 2007 

Paul Reinhart, Medicaid Director 
Medical Services Administration 
Michigan Department of Community Health 
400 South Pine Street 
P.O. Box 30479 
Lansing, MI 48909-7979 

Dear Mr. Reinhart: 

Enclosed for your records is an approved copy of the following State Plan Amendment (SPA). 

Transmittal #07-01 - Outpatient Hospital Reimbursement - Effective April 1, 2007 

Under regulations at 42 CFR 430.12(c)(i), States are required to amend State plans whenever 
necessary to implement changes in Federal law, regulations, policy interpretations, or court 
decisions. On May 25, 2007, CMS placed a final rule, CMS-2258-FC (Cost Limit for 
Providers Operated by Units of Government and Provisions to Ensure the Integrity of 
Federal-State Financial Partnership) on display at the Federal Register and that can be 
found at 72 Fed. Reg. 29748 (May 29, 2007) that would modify Medicaid reimbursement. 
Because of this regulation, some or all of the payments under this plan amendment may no 
longer be allowable expenditures for federal Medicaid matching funds. Public Law 110-28, 
enacted on May 25, 2007 instructed CMS to take no action to implement this final regulation for 
one year. CMS will abide by the time frames specified by the statute. Approval of the subject 
State plan amendment does not relieve the State of its responsibility to comply with changes in 
federal laws and regulations, and to ensure that claims for federal funding are consistent with all 
applicable requirements. 

If you have any questions, please contact Cynthia Garraway by telephone at (31 2) 353-8583 or 
by e-mail at Cynthia.Gan-awav@,c~ns.hhs.~ov . 

Sincerely, 

/ Associate Regional Administrator 
Division of Medicaid and Children's Health 

cc: Nancy Bishop, Michigan Department of Community Health 
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5. FEDERAL STATUTEIREGULATION CITATION: 
12 CFR 447.321 (a) . . 

OR AlTACHMENT (If Applicable): 

Attachment 4.1 9-B, page 2 
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3utpatient Hospital reimbursement 
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13. ~YPED- ME: 
Paul Reinhart 

14. TITLE: 
Director, Medical Services Administration 
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Medical Services Administration 
ProgramIEligibility Policy Division - Federal Liaison Unit 
Capitol Commons Center - 7'h Floor 
400 South Pine 
Lansing, Michigan 48933 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

State of MICHIGAN 

Policy and Methods for Establishing Payment Rates 
(Other than Inpatient Hospital and Long Term Care Facilities) 

3. Outpatient Hospital Services 

Reimbursement to individual hospitals, including off-campus satellite clinics, hospital- 
owned ambulance services, freestanding dialysis centers, comprehensive outpatient 
rehabilitation facilities (CORFs) and rehabilitation agencies for outpatient services is 
made in accordance with Medicaid's outpatient prospective reimbursement system 
(OPPS). Payments made under OPPS will be calculated utilizing the current 
Medicare conversion factorslrates with an MDCH reduction factor (RF) applied to the 
calculated payment (Medicare fee x RF = Medicaid fee) to maintain statewide budget 
neutrality. 

Monitoring of outpatient hospital expenditures will be conducted and the reduction 
factor adjusted to maintain statewide budget neutrality. A wage index of 1.0 is 
applied for all hospitals. Medicare's APC weights are utilized. Services paid a 
percentage of charges are paid at a percentage of the individual hospital's charges 
for that service (i.e., pass-through payments). Updates of each hospital's outpatient 
cost-to-charge ratios are done in conjunction with updates of the inpatient operating 
ratios. For out of state hospitals, the default cost-to-charge ratio is the average 
statewide outpatient cost-to-charge ratio. 

When service coveragelreimbursement methodology differences exist between 
Medicare and Medicaid, Medicaid fee schedules are utilized. 
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Approval Date: Effective Date: 04/01 12007 

Supersedes 
TN NO.: 06-01 


